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know how to conserve funds, whereas an
other may be a spendthrift.
The wife can be given the power, exer
cisable by her own will, to direct the man
ner in which her husband’s estate should
be distributed upon her death. In order
not to cause the principal of her hus
band’s estate to be taxed a second time in
her estate, the wife’s power should be
limited so that the wife may appoint the
principal only among her descendants, the
husband’s descendants and spouses of de
scendants. If desired, qualified charitable
organizations can also be included. If the

wife’s power is not so limited, then
whether she exercises it or not, the hus
band’s estate will be taxed a second time
in her estate.
Therefore, without running into a sec
ond estate tax, the wife can be placed in
a position to determine the best method
under which her husband’s estate should
operate for the protection of her children.
In other words, the wife, 20 years after
the husband’s death, would be in a better
position to determine the best disposition
of her husband’s estate than he was 20
vears earlier.

Reprinted by permission of Henry S. Koster, published in Trusts and Estates Magazine, November 1945.

WE ARE KNOWN BY THE COMPANY WE KEEP
By THOMAS W. BYRNES, C.P.A.

of his students of the past thirty years.
These young men have faced many em
barrassing situations in which refusal to
accede to demands, if no adequate solu
tion could be found, meant loss of remun
erative accounts. Among them, one is re
called where a treasurer issued to a bank
a statement of a close corporation.
Although the corporation’s independent
accountant conducted a monthly audit he
had not been asked to prepare or approve
the statement. The bank requested certifi
cation and the treasurer then referred the
matter to the auditor. Comparison of the
treasurer’s statement with the records
showed the omission of liabilities. The
client was an important one in its industry
and its account and influence meant much
to the young CPA, who now had to do
something. He could not certify the erron
eous statement, and to issue another of the
same date showing the omissions of the
treasurer was unthinkable. What to do?
Inasmuch as a month had passed since the
date of the statement in question, and as
the corporation closed its books monthly,
the affair was settled by informing the
bank that the auditor was then preparing
a later statement, which in due course was

There is an old saying “Birds of a
feather flock together.” The November
1944 issue of the New Jersey CPA Journal
contained a description of an incident
which although it possessed an element of
humor carried also a note of warning to
certified public accountants. The article
dealt with a CPA inquiry instituted by the
president of a large corporation. The re
port was very favorable to the accountant
until the last sentence which read “The
only breath of scandal is that lately he has
been seen in the company of a notorious
businessman of doubtful reputation.” The
implication is obvious.
Young practitioners setting up for them
selves are often flattered by the attentions
of apparently prosperous men of affairs.
Such notice may lead to disastrous con
sequences unless the favored ones are well
grounded in their standards of honesty
and business and professional ethics.
Temptations in the way of social recog
nition and fees too often lead a young
accountant to do things he may later
regret.

The writer has from time to time been
the recipient of confidences of numerous
10

Also, in cases where an auditor suspects
but is not permitted to prove that a client
is doing something to obtain higher than
authorized ceiling prices for his merchan
dise, the auditor is faced with a problem.
It is not the writer’s intention to dwell on
the accountant’s responsibility in matters
of this kind. That subject has been admir
ably presented in earlier numbers of the
New York Certified Public Accountant,
in the March 1945 issue, and in Bulletin
No. 21 of Auditing Procedures of the
American Institute of Accountants. The
thought here is merely to warn young
practitioners of possible pitfalls in ac
counts and the consequences of negligence
or in acquiescence in improper practices
of unethical clients; also to remind them
that they are judged by the standing of
those with whom they associate.

sent to the bank. This was an instance
where fortunate attendant circumstances
furnished a simple solution, but most sit
uations of this sort are not so easily re
solved. They may become severe tests of
the CPA’s integrity. When one is strug
gling to obtain a foothold in the business
or professional world and is assuming at
the same time serious economic respon
sibilities, the temptation to yield is great,
but the peace of mind resulting from
strong adherence to the principles of right
is not the only reward. A reputation for
honesty and fair dealing with clients, col
leagues, and the public, is bound to result
ultimately in greater and much more sat
isfactory economic security. A change of
auditors is questioned by banks and other
credit grantors and the true reason is soon
brought to light to the honor of a dis
placed practitioner.

Today we are living in an era where
comparative youth — 35 to 45 — is in the
saddle and where, by the aforesaid, years
of experience and human contact are con
sidered not only as of no value but also as
definite handicaps to progress. But if the
smart young business and professional
men who pretend to know all the answers
and who measure success by material
possessions alone, will indulge in a little
introspection and then look around, they
will discover that in the long -— and short
— run, the terribly trite maxim “Honesty
is the best policy” still pays handsome
dividends in sound sleep, the respect of
the community, and also in the coin of the
realm.

In these days of high income taxes and
required compliance with the regulations
of so many governmental agencies the lot
of the conscientious CPA is not a happy
one. The active practitioner is frequently
affronted by remarks to the effect that
there are “safe” ways to reduce taxes and
to “avoid” bureau regulations, that “every
one is doing it,” and that he is not “smart”
if he is not able to suggest ways and means
of accomplishing these things. The alert
professional through constant study knows
the affairs of his clients much better than
the latters’ lunch-time advisers, and the
accountant should tell such clients in no
uncertain terms of his opinion of and the
penalties for violations. Any client worth
retaining will respect him for the expres
sion of his views.

Thomas W. Byrnes, C.P.A., has
been a member of the New York State
Society of C.P.A.’s since 1911, and is
a certified public accountant of New
York and New Jersey. He has in
structed advanced accounting in Co
lumbia and also served as lecturer
and assistant professor. Mr. Byrnes
is a member of the American Insti
tute of Accountants.

The preparation of statements, particu
larly of costs upon which governmental
purchases and renegotiation and termina
tion of contracts are based, imposes a
great responsibility upon CPAs. A reputa
tion may be ruined if it is proved that fic
titious items were included and that the
certifying accountant did not detect them.

Reprinted from the June 1945 issue of The New York Certified Public Accountant.
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